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not restore a state of affairs for which the necessary con-
ditions had largely ceased to exist.
The war had immensely accelerated a great leap for-
ward in material progress which had begun in the early
years of the twentieth century, and merits the title of the
Second Industrial Revolution. Oil and electricity were
disputing the sovereignty of King Coal; machines
were breeding bigger and better machines; agriculture
was becoming mechanized; and the era of synthetic
products, from nitrates to rayon, had arrived. The pro-
ductive capacity of the world had been enormously in-
creased, but the machinery for distributing this increased
wealth had not merely failed to keep pace with the
.development of productive capacity, but had actually
moved in the opposite direction. The crop of new
sovereign states created by the peace treaties, each with
its tariff, as well as its military frontiers, presented a for-
midable obstacle to a return to anything approximating
to free trade conditions. The extraordinary expendi-
tures financed by borrowing during the war had de-
stroyed the purchasing power of most national currencies.
Great Britain had been forced off the gold standard.
The case of the defeated Powers, aggravated by political
instability, the loss of foreign investments, and the repara-
tions payments, was infinitely worse. Colossal inflations
swept like blizzards through their economic systems.
But perhaps the most serious obstacle of all to a return to
the pre-war economic order was that the financial supre-
macy of the world had been transferred during the war
years from London to New York. The U.S.A., for the
first time in her history, had been transformed from a
debtor into a creditor country. The manipulation of the
world's currency system and the lion's share in the direc-